
STATE OF NEW YORK
STATE TAX COMMISSION

In the Matter of the Pet i t ion

o f

Pet r ie  S tores  Corp .

for Redeterminat ion of a Def ic iency or a Revisj .on

of a Determinat ion or a Refund of

Corporat ion Franchise Tax

under Art ic le 9-A of the Tax law

for the Years 1969 - 7977.

AFFIDAVIT OF MAITING

State of New York

County of Albany

Jay Vredenburg, being duly sworn, deposes and says that he is an employee

of t 'he Department of Taxat ion and Finance, over '  18 years of age, and that on the

2nd day of January, 1980, he served the within not ice of Decision by cert i f ied

mai l  upon Petr ie Stores Corp.,  the pet. i t ioner in the within proceeding, by

enclosing a true copy thereof in a securely sealed postpaid wrapper addressed as

f o l l o w s :

Petr ie Stores Corp.
32  So .  S ta te  S t .
Ch icaqo,  IL  60603

and by deposit ing same enclosed in a postpaid properly addressed wrapper

(post of f ice or off ic ial  depository) under the exclusive care and custody

United Stat.es Postal  Service within the State of New york.

That deponent further says that the said addressee is the pet i t ioner

and that the address set forth on said wrapper is the last known adjress

peL i t i one r .

Sworn to before me this

2nd day of January, 1980.
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STATE OF NBId YORK
STATE TAX COMMISSION

In the Matter of the Pet i t ion

o f

Pet . r ie  S tores  Corp .

for Redet.erminat ion of a Def ic iency or a Revision

of a Determinat ion or a Refund of

Corporat ion Franchise Tax

under Art ic le 9-A of the Tax Law

for the Years 7969 - Ig7t.

AI'FIDAVIT OF MAIIING

State of New York

County of Albany

Jay Vredenburg, being duly sworn, deposes and says that he is an employee

of the Department of Taxat ion and Finance, over 18 years of age, and that on the

2nd day of January, 1980, he served the within not ice of Decision by cert i f ied

mai l  upon Ira J.  Palest in the representat ive of the pet i t ioner in the within

proceeding, by enclosing a true copy thereof in a securely sealed postpaid

r,Jrapper addressed as fol lows:

Mr .  I ra  J .  PaLes t i n
529 Fifth Ave.
New York,  NY 10017

and by deposit ing same enclosed in a postpaid properly addressed wrapper in a
(post off ice or off icial depository) under the exclusive care and custody of the
United States Postal Service within the State of New York.

That deponent further says that the said addressee is the representative of

the petit ioner herein and that the address set forth on said wrapper is the last

known address of the representat ive of

Sworn to before me this

2nd day of January, 1980.
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STATE OF NEW YORK
STATE TAX COMMISSION

ALBANY/  NEW YORK 12227

January 2, 1980

Pet r ie  S tores  Corp .
3 2  S o .  S t a t e  S t .
Chicago, I l  60603

Gentlemen:

Please take not ice of the Decision of the State Tax Commission enclosed
herewith.

You have nold exhausted your right of review at the administrative level.
Pursuant Lo sect ion(s) 1090 of the Tax lawr any proceeding in court  to review
an adverse decision by the State Tax Commission can only be inst i tuted under
Art ic le 78 of the Civi l  Pract ice Laws and Rules, and must be commenced in the
Supreme Court of the State of New York, Albany County, within 4 months from
the da te  o f  th is  no t ice .

Inquir ies concerning the computation of tax due or refund al lowed in
accordance wi th  th is  dec is ion may be addressed to:

NYS Dept .  Taxat ion and Finance
Depu ty  Commiss ione r  and  Counse l
A lbany ,  New York  12227
Phone # (518) 457-6240

Very truly yours,

STATE TAx COMMISSION

cc :  Pet i t ioner 's  Representa t ive
I ra  J .  Pa les t in
529 F i f th  Ave.
New York ,  NY 10017
Taxing Bureaur s Representat ive



STATE OF NEW YORK

STATE TAX COMMISSION

In the Matter of the Pet i t ion

o f

PETRIE STORES CORPORATION

for Redeterminat ion of a Def ic iency or
for Refund of Franchise Tax on a Business
Corporat ion under Art ic le 9-A of the
Tax Law fo r  the  Years  1969 th rough 1971.

DECISION

Pet i t ioner ,  Pet r ie  S tores  Corpora t ion ,  32  South  Sta te  S t ree t ,  Ch icago,

I l l i no is  60603,  f i led  a  pe t i t ion  fo r  redeterminat ion  o f  a  de f ic iency  or  fo r

refund of f ranchise tax on a business corporat ion under Art ic le 9-A of the Tax

Law fo r  the  years  1969 th rough 1971 (F i Ie  No.  11683) .

A formal hearing was held before Jul ius E. Braun, Hearing Off icer,  at  the

off ices of the State Tax Commission, Two ldor ld Trade Center,  New York, New

York ,  on  JanuarY 18 ,  1978 a t  10 :45  A.M.  Pet i t ioner  appeared by  I ra  J .  Pa les t in ,

Esq.  The Corpora t ion  Tax  Bureau appeared by  Peter  Cro t ty ,  Esq.  (James Mor r is ,

E s q .  ,  o f  c o u n s e l ) .

ISSUES

I. Whether pet i t ioner was required to report  i ts t 'ent i re net income" as

adjusted by the Internal Revenue Service, in f i l ing the New York State Corpor-

a t ion  Franch ise  Tax  Repor t  fo r  1969 th rough 1971.

I I .  Whether the New York State Tax Commission is bound by al locat ion

adjustrnents contained in a December 28, 1953 let ter f rom the Corporat ion Tax

Bureau.

FINDINGS OF FACT

1.  0n  December  15 ,  1972,  the  Corpora t ion  Tax  Bureau issued a  Sta tement

of Audit  Adjustment against pet i t ioner for the periods ending January 31, 1969,
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January  31 ,  1970 and January  31 ,  1971.  The Corpora t ion  Tax  Bureau issued

not ices  o f  de f ic iency  fo r  sa id  per iods  in  the  amounts  o f  $2  ,493.65 ,  p lus

i n t e r e s t  o f  $ 5 3 6 . 1 3 ,  f o r  a  t o t a l  d u e  f o r  1 9 6 9  o f  g 3 , 0 2 9 . 7 9 ,  $ 5 6 , 1 4 8 . 6 g ,  p l u s

i n t e r e s t  o f  $ 8 , 7 0 3 . 0 5 ,  f o r  a  t o t a l  d u e  f o r  1 9 7 0  o f  $ 6 4 , 9 5 1 . 7 3 ,  a n d  $ 5 3 , 9 6 9 . 9 2 ,

p l u s  i n t e r e s t .  o f  9 5 , 1 1 7 . 5 4 ,  f o r  a  t o t . a l  d u e  f o r  1 9 7 1  o f  $ 5 8 , 9 8 6 . 3 6 .

2 .  Pet i t ioner ,  Pet r ie  S tores  Corpora t ion ,  i s  the  parent  corpora t ion  o f

some 300 whoI Iy -owned subs id ia r ies .  Each subs id ia ry  opera tes  a  re ta i l  lad ies '

apparel  store. In the New York operat ion, pet. i t ioner directs purchasing and

merchandising act iv i t ies for the subsidiary corporat ions'  group. From the

Chicago off ice, pet i t ioner addit ional ly performs general  administrat ive services

to the corporate chain, including bookkeeping, account ing and legal act. iv i ty.

3 .  By  le t te r  o f  December  28 ,  1953,  the  Corpora t ion  Tax  Bureau a f f i rmed

prior discussions that the inclusion of an addit ional amount of income subject

to a tax of 5 percent of the service fees which were charged subsidiary companies

was equitable, and was in l ine with the treatment of other taxpayers who were

in  s imi la r  c i rcumst .ances .  Th is  was in  re fe rence to  app l i caL ions  fo r  rev is ion

of franchise tax under Art ic le 9-A, for the pr iv i lege years begun February 1,

7945 to  1951,  inc lus ive .  Pet i t ioner  fo l lowed th is  ad jus tment .  In  add i t ion ,

the business al locat ion percentage was adjusted by including in the receipts

factor,  the ful l  amount of service fees which were charged plus 5 percent of

such charges. The New York State port ion was computed by the rat io of what

the  New York  o f f i ce  expense bore  to  to ta l  o f f i ce  expense.  Pet i t ioner 's  corpora te

franchise tax returns for 1952 through 1968 ref lected this adjusLment.

4. As a result .  of  a Federal  audit  for the years ending January 31, 1967

and January 31, 1968, an adjustment ( IRC sect ion 482) was made, whereby Federal

taxable income was increased by an amount equal ing 2 percent of each subsidiaryts

sa les .  Pet i t ioner 's  1969 New York  S ta te  Franch ise  Tax  Repor t  inc luded,  as
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subs id ia ry  p ro f i t ,  2  percent  o f  the  gross  sa les  to  subs id ia r ies .  Th is  fo l lowed

the  Federa l  ad jus tment .  However ,  in  pe t i t . ioner 's  1970 and 1971 New York  S ta te

franchise tax reports,  i t  ignored the Federal  adjustment and reverLed to the

New York State adjustrnent which was contained in the December 28, 1953 let ter.

The Notice of Def ic iency assessing addit ional tax due was based on the Federal

ad jus tment  fo r  the  f i sca l  years  ended January  31 ,  1970 and January  31 ,  7977.

Pet i t ioner requested a refund for the year ended January 31, 7969 on the basis

of the adjustment which was provided in the December 28, 1953 let ter,  rather

than the f i led report  which contained the Federal  adjustment.

5. Pet i t ioner conceded and accepted the addit ion to income of adjustments

which were made for worthless securi t ies and subsidiarv bad debts for said

p e r i o d .

CONCIUSIONS 0F IAI{/

A. That sect ion 208(a) of Lhe Tax Law states that the term trent i re net

income" means the total  net income from al l  sources, which shal l  presumably be

the same as the ent ire taxable income which the Laxpayer is required to report

to the United States Treasury Department.

B. That sect. ion 210(8) of the Tax Law authorizes the State Tax Comrnission

to adjust a business al locat ion percentage by including one or more other

factors such as expenses, purchases and contract values which are reasonably

attr ibutable to New York State, where i t  appears to the Commission that the

al locat. ion percentage does not properly ref lect the act iv i ty,  business, income

or capital  of  a taxpayer within the State, so that a proper al locat ion of

income results.

C. That the New York State Franchise Tax Report  which was f i led by

pet i t ioner  fo r  the  f i sca l  year  end ing  January  31 ,  1969,  accura te ly  re f lec ted
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the "ent ire neL income" of Petr ie Stores Corporat ion as reported to the United

States Treasury DepartmenL, in accordance with the meaning and intent of

sec t ion  208(a)  o f  the  Tax  law.

D. That Petr ie Stores Corporat ion must fol low the Federal  adjustment for

1970 and 1971 in  i t s  New York  S ta te  f ranch ise  tax  repor ts  to  accura te ly  re f lec t

the I 'ent i re neL incomet '  as reported to the United States Treasury Department,

in accordance wi-th the meaning and intent of  sect ion 208(a) of the Tax Law.

E. That the adjustment set forth by the Corporat ion Tax Bureau in the

December 28, 1953 let ter is not a wri t ten agreement of the State Tax Commission,

as  se t  fo r th  in  sec t ion  171(18)  o f  the  Tax  Lawl  there fore ,  i t  i s  no t  f ina l  and

conc lus ive .

F. That the pet i t ion of Petr ie Stores Corporat ion is denied and the

Not ice  o f  Def ic iency  issued December  15 ,  1972 is  sus ta ined.

DATED: Albany, New York STATE TAX COMMISSION
I

JAN 2 t980

COMMISSIONER


